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SENATE BILL  NO.   112

Introduced by: Senators Hutmacher, Dennert, Duxbury, Koetzle, McIntyre, Moore, Reedy,
Sutton (Dan), Symens, and Volesky and Representatives Olson (Mel),
Bartling, Bradford, Burg, Davis, Elliott, Flowers, Gillespie, Hanson (Gary),
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FOR AN ACT ENTITLED, An Act to establish the South Dakota student incentive loan1

program and to make an appropriation therefor.2

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:3

Section 1. Terms used in this Act mean:4

(1) "Applicant," any person who has applied for a student incentive loan under the South5

Dakota student incentive loan program;6

(2) "Board," the Student Incentive Loan Board established pursuant to this Act;7

(3) "Eligible student," a full-time student who has met criteria established by the board8

and who has been accepted at a participating state university under the control of the9

board;10

(4) "Fund," the student incentive loan fund;11

(5) "Program," the South Dakota student incentive loan program;12

(6) "Recipient" or "loan recipient," a student who receives a loan from the student13
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incentive loan fund;1

(7) "Student incentive loan" or "loan," any loan for education purposes that meets the2

requirements of this Act.3

Section 2. There is hereby created the South Dakota student incentive loan program to4

provide postsecondary incentive loans to South Dakota higher education students and to provide5

partial forgiveness of such loans for recipients who remain in South Dakota and plan to work in6

areas of critical need as provided in this Act.7

Section 3. There is hereby created in the state treasury the student incentive loan fund into8

which shall be deposited any appropriations, private donations, grants, and other funds provided9

to the board for incentive loans made pursuant to this Act. Any revenue generated by loan10

repayments, including principal and interest payments; any penalty received pursuant to this Act;11

and any interest earned on the money in the fund shall be deposited in the fund. Money in the12

fund shall be used to make disbursements under the program and to administer the program.13

Money in the fund is continuously appropriated to the board to carry out the purposes of this14

Act.15

Section 4. The Student Incentive Loan Board is hereby established within the Board of16

Regents. The board shall consist of seven members. The members shall be appointed by the17

Governor and shall include two members of the Board of Regents and one representative each18

from the office of the state treasurer, a South Dakota private four-year college, the Governor's19

Office of Economic Development, the Department of Education and Cultural Affairs, and the20

Department of Health. The regular term of office for each member is four years and terminates21

December thirty-first of the fourth year. The initial terms of office for  the initial members shall22

be staggered and shall be designated by the Governor. Any member appointed to fill a vacancy23

arising from other than the natural expiration of a term shall serve only the unexpired portion of24
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the term. The board shall meet at least four times annually. Special meetings may be held at the1

call of the president or in the president's absence a majority of the board.2

Section 5. The board shall administer the fund and make loans to eligible students as funds3

are available. The board may retain an amount equal to five percent of the sum paid to students4

in the form of incentive loans to cover expenses associated with the administration of the5

program established by this Act.6

Section 6. Under the student loan incentive program, a student who remains in South Dakota7

for at least four years as provided in this Act is not required to pay interest on the incentive loan;8

and a student who is employed in South Dakota as an elementary or secondary teacher, a nurse,9

or a pharmacist is not required to pay interest on the loan and is forgiven a portion of the10

principal of the loan as provided in this Act. Any student selected to receive an incentive loan11

pursuant to this Act shall sign a contract agreeing to:12

(1) Remain in South Dakota and maintain full-time employment in South Dakota for at13

least four years beginning within one year after completion of the student's14

educational program; or15

(2) Complete the educational requirements necessary to become an elementary or16

secondary school teacher, a nurse, or a pharmacist eligible for licensure in South17

Dakota, and be employed as a pharmacist, a nurse, or an elementary or secondary18

school teacher within one year after the completion of the student's educational19

requirements and maintain that employment  for a period of one year for each one20

thousand dollars of incentive loan provided to the student pursuant to this Act; or21

(3) Agree to the provisions of both subdivision (1) and subdivision (2).22

In addition, the contract shall require the student to pay the amount of the incentive loan plus23

interest on the amount of loan at the rate of six percent to accrue from the time the loan proceeds24
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were received by the student if the student does not fulfill the terms of the contract, plus attorney1

fees, if any, for collection of the amount owed pursuant to this section; and to comply with the2

rules promulgated by the board.3

Section 7. An incentive loan may be awarded for eight undergraduate semesters. In any4

academic year no loan may exceed the cost of tuition and mandatory fees for a full-time student5

at a state-supported university as defined by the board. The total loan made to any eligible6

student may not exceed an amount equal to tuition and mandatory fees paid during those eight7

semesters.8

Section 8. A recipient of an incentive loan who maintains employment in South Dakota as9

a pharmacist, nurse, or elementary or secondary school teacher as required in the contract10

entered into pursuant to section 5 of this Act is exempted from the obligation to repay principal11

and interest. The exemption is in the amount of one thousand dollars of principal for each year12

of such employment. A recipient who remains in South Dakota but is not employed as a13

pharmacist, nurse, or elementary or secondary school teacher shall repay the principal of the14

incentive loan but is not required to pay interest on the loan. A recipient who meets neither of15

these requirements shall repay principal and interest as provided in this Act.16

Section 9. An incentive loan shall be repaid within ten years of completion of a program of17

studies or within five years of the date upon which the loan recipient is no longer employed in18

a qualifying occupation, whichever is later. The board, in rules promulgated pursuant to chapter19

1-26,  shall establish requirements under which a student who receives an incentive loan qualifies20

for forgiveness of the loan received through the program. The board may allow for interruption21

of repayment and extension of the loan repayment period for enrollment in graduate school, full-22

time service in a branch of the United States military, or extended illness verified by a duly23

licensed physician.24
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Section 10. Each loan recipient may receive loan repayment credit for qualified employment1

service rendered at any time during the scheduled loan repayment period. The loan repayment2

credit is applicable only to the current principal and accrued interest balance that remains at the3

time the loan repayment credit is earned. No loan recipient may be reimbursed for previous4

payment of principal and interest.5

Section 11. The board shall annually provide the state treasurer a report listing each recipient6

of a loan pursuant to this Act and a copy of each contract between the board and an eligible7

student.8

Section 12. The state treasurer shall assist in the collection of any loan in default, as9

determined by the board.10

Section 13. The board shall promulgate rules, pursuant to chapter 1-26, to establish11

standards for determining students eligible to receive loans. The  rules shall specify procedures12

for processing loan applications, selecting eligible students to receive loans if applications exceed13

available money in the fund, and monitoring satisfactory progress. The rules shall specify14

conditions under which an eligible student may enroll for less than a full-time basis, including15

conditions under which a student may withdraw from an institution without penalty. The rules16

shall establish application requirements and procedures, procedures for the disbursement of17

funds, procedures for verifying the applicant's eligibility for the program, repayment schedules,18

and other procedures and requirements necessary to operate the program.19

Section 14. There is hereby appropriated from the revolving economic development and20

initiative fund established pursuant to § 1-16G-3 to the student incentive loan fund the sum of21

twelve million dollars ($12,000,000), or so much thereof as may be necessary, for the purposes22

of this Act.23

Section 15. Beginning in fiscal year 2004, and each year thereafter, any interest credited to24



- 6 - SB 112

the education enhancement trust fund, established pursuant to Article XII, Section 6 of the1

Constitution of the State of South Dakota, is hereby appropriated to the revolving economic2

development and initiative fund established pursuant to § 1-16G-3 until the sum of twelve million3

dollars ($12,000,000) has been so appropriated.4

Section 16. Any mortgage loan for the purchase of single family residential housing made5

pursuant to chapter 11-11 by the South Dakota Housing Development Authority to a person,6

or to the spouse of a person, who is the recipient of a student incentive loan and who is licensed7

and employed in South Dakota as a nurse, a pharmacist, or an elementary or secondary school8

teacher shall be made at one-half the rate of interest that would be charged for such a loan to a9

person who is not licensed and employed in one of those fields.10


